BUSINESS CYCLE DEVELOPMENTS

There are five of eight Business Cycle Peak Indicators signaling and when output peaks the 10
year T-Note yields typically peak an average of two months (+/- 4 mo.) after a peak in output — see the
table below. Note the coincidence of these two data points appearing together, but also the sometimes
sizeable decline in T-Note yields — see column #1. Another one or two of the eight BCPI's is expected
to deliver a drop in yields — to a temporary higher low. This would be a decline in yields in sympathy
with the decline in output.

The average peak in the 10 yr T-Note yield lags the peak in output by two months; however,
that average is skewed by one fat-tailed observation in early 1980 — discard that and they're coincident.

THE 10 YEAR T-NOTE RESPONS TO A PEAK IN OUTPUT

T-NOTE DATA IN COLUMN ONE ARE MONTHLY AVERAGES & BP's ARE DAILY CLOSE DATA
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1.) From 11/14 thru 3/16 the Index of lndquial Production fell -4.8%. Declines greatLthan -2.5% h_ave been later identified as recession Eeriods.

The 5™ BCPI signaled in May 24 and the average lead-time to a peak in output — at the fifth
BCPI — is four months (+/- 4 mo.). To date, that centers a peak in output in September 2024 (May 24
thru January '25). There's usually at least six to eight BCPI's signaling prior to a peak in output and the
accompanying peak in T-Note yields. Another BCPI (i.e. the 6th) would re-center the expected target
date for both output and yields.

If you believe the 65 year relationship above, then we should be seeing slower growth and a
temporary rally in bonds soon. The surprise regarding T-Note yields since September's Fed Funds cut is
starting to become the consensus and consensus views never seem to win.
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